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President's Report to Shareholders of Venpower 


Consolidated net earnings for the year ended June 30, 1971 were $157,047, equivalent to 
5.4¢ per share compared to $356,124 or 12.3¢ per share last year: This-reduction in. income was 
anticipated in the previous report to shareholders due to the adjustment in tariffs. 


This reduction in revenues, which was referred to in the last President’s Report to the 
shareholders and was thoroughly discussed at the last annual meeting, was the principal reason 
for the initiation of negotiations with C.A. de Administracion y Fomento Electrica (Cadafe) 
for the sale of the Company’s assets in Venezuela. The agreements of April 16, 1971 which 
concluded these negotiations were submitted to and approved by the shareholders at a special 
general meeting held on May 7, 1971. Since then, representatives of the Company and of Cadafe 
have met to settle legal and other requirements arising under the agreements. We are pleased to 
report that the Venezuelan government’s approval of the transaction was recently given as a 
result of which we have commenced publication of the official notices required under the 
Venezuelan Commercial Code. The thirty day period of notice provided for by the Code will 
expire on November 2nd, 1971. 


Shareholders were advised at the special meeting that the final sale price of the assets, being 
fixed assets and inventory, will be decided by an arbitration commission and the price will be no 
less than $2,333,333 and no more than $3,000,000. The commission, while meeting on an informal 
basis from time to time, could not be legally formed until the final Venezuelan Government 
approvals have been received and thus, a final price has not been determined. 


One of the requirements of the transaction was that all existing contracts for the supply of 
electrical energy were to be transferred to Cadafe in a manner satisfactory to them and this 
matter has been proceeded with and to date, all of them are in process and some have been ac- 
cepted. In addition, we are required to obtain clearances from taxation and other authorities 
and these matters are also in process and to date we have received most of these clearances 
including our tax clearance which is valid until February 28th, 1972, 


It is hoped that there will be no great delays in arriving at the final closing date. There has 
been no change in the Venezuelan Government’s position concerning the remittance of funds 
to Canada. 


I am still unable to report the finalization of your Company’s tax position in Canada, taking 
into account the losses of prior years and consequently, it is difficult to come to a final recom- 
_mendation as to the future of the Company. The tax position of individual shareholders could be 
_ affected by the ruling from the Department of National Revenue. A special shareholders’ meeting 
will be called once the funds have been received in Canada and we have obtained the ruling 
from the Department of National Revenue so that your directors can present to you, for your 
‘ consideration and approval, a course of action for the benefit of all shareholders. 


It is with regret that the Company accepted the resignation of Mr. W. I. Woodson, who 
has been a member of the board since its inception and has been replaced by Mr. G. L. Ploder 
the Treasurer of the Company. 


In concluding this report, I wish to thank all the employees and the members of the board 
for their cooperation during the past year and more particularly, during these last few months 
of negotiations. 


Submitted on behalf of the Board, 
C. W. LEONARDI, 


President. 
November 1, 1971. 


To the Shareholders, 
VENPOWER LIMITED. 


We have examined the consolidated financial statement of Venpower 
Limited and its subsidiaries for the year ended June 30, 1971. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary 
in the circumstances. We previously made a similar examination of 
the financial statement for the preceding year. 


In our opinion, the accompanying balance sheet and statements 
of earnings, retained earnings and source and application of funds 
present fairly the consolidated financial position of Venpower Limited 
and its subsidiaries at June 30, 1971, and the consolidated results of 
their operations and source and application of funds for the year 
then ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


ERNsT & ERNST, 
Chartered Accountants 


October 15, 1971. 


VENPOWE 


(Incorporated unde 
AND ITS WHOLLY-OWNEI! 


CONSOLIDATED BALANCE 


(With comparative ame 


ASSETS 
1971 1970 
CURRENT ASSETS: 
Cash — 6 ja 06 te Diet (oe) Se eee ee oe GUe $ 100,896 
Short-term deposits - - - - - - - - - - 845,055 634,093 
Marketable security—at cost, 
approximating market - - - - - - - - - 200,000 — 
Trade and sundry accounts receivable- - - - - - 190,395 152512 
Inventory of supplies—at cost ee 102,339 137,012 
Prepaid expenses- - - - - - - = = - = 2,422 3,368 
1,397,812 1,027,881 
FIXED ASSETS: 
At cost: 
Land ee eS et ee 56,121 56,121 
Buildings = ie SCE See Se re 590,091 590,091 
Equipment and line facilities - - - - - - - = 4,962,407 5,041,068 
5,608,619 5,687,280 
Less allowances for depreciation- - - - - - - - 3,445,633 3,134,361 
2,162,986 2,552,919 
ORGANIZATION AND FINANCING EXPENSES - - - - - - 162,170 149,454 
APPROVED ON BEHALF OF THE BOARD: 
J. H. Hawke, Director 
C. W. LEonarpI, Director 
$3,722,968 $3,730,254 


The accompanying notes are an integral part of the financial statement. 


LIMITED 


Laws of Canada) 
UBSIDIARY COMPANIES 


EET AS AT JUNE 30, 1971 
as at June 30, 1970) 


LIABILITIES 


CURRENT LIABILITIES: 
NS ESAT. gee? 0 a a es ee Sa 
Accounts payable ee ee ae 
Foreign income taxes- - - - - - - - =- - 


Current maturities of note payable - - - - - - 


OTHER LIABILITIES: 
Unrealized foreign exchange - - - - - - = - 


Employees severance indemnities - - - - - - - 


SHAREHOLDERS’ EQuITY: 
Capital stock: 
Authorized: 
5,000,000 shares without par value 


Issued: 
Pesolishares’ © fo) ( +4 GR DROSS = 


Retained earnings a ee ee ee 


94,228 


8,224 
66,354 


74,578 


2,848,070 
706,092 


3,554,162 


$3,722,968 


1970 


$ 129,250 
106,507 
3,670 
7,142 


246,569 


28,685 


57,885 


86,570 


2,848,070 
549,045 


3,997,125 


$3,730,254 


Vv 


ENPOWER LIMITED 


AND ITS WHOLLY-OWNED SUBSUDIAKY COMA Tes 


CONSOLIDATED STATEMENT OF EARNINGS 


YEAR EN Die DS] UN 0 Ove 
(With comparative amounts for the year ended June 30, 1970) 


1971 1970 
REVENUE: 
Sale of power - = = = = = = = = = = $1,082,240 $1,168,231 
Miscellaneous ee ee ec oe eS 76,333 75,046 
1,158,573 1,243,277 
EXPENSES: ST =  omaeammenesatiasa 
Operating and administrative- - - - - - - - 482,350 I23,51 3) 
Provision for depreciation aie oe oe oe | 387,860 334,530 
Legal fees = <= =) 3 =) 73) 9-9 =23 3-3) = 12,937 15,313 
883,147 873,578 
EARNINGS BEFORE INCOME TAXES 
AND EXTRAORDINARY ITEMS a) Je) | sg Bea 275,426 369,699 
Foreign income taxes - - - - - - = = = = - 71,799 £3,575) 
EARNINGS BEFORE EXTRAORDINARY ITEMS - = = 203,627 356,124 
Extraordinary items, less 
applicable income taxes—Note C - - - - - - - 46,580 — 
Net EARNINGS FOR THE YEAR = fe te es Sa 047 $ 356,124 
eee eee 
Basic Earnings Per Common Share 
Before extraordinary items - - - - - - = - 7.1¢ IZ3E 
Net earnings forthe year- - - - - - - = - 5.4 12.3 


CONSOLIDATED STATEMENT 
OF RETAINED EARNINGS 
Ye AR EAN 'D Es De.) Uae oO led 7a 
(With comparative amounts for the year ended June 30, 1970) 


1971 1970 
Retained earnings at July 15-9) =a) =) oe eons 49 045 $ 192,921 
Net. earnings for the year?-" 2-9) ee ere ee 157,047 356,124 
RETAINED EARNINGS AT JUNE 30 - - = = = = = «= $ 706,092 $ 549,045 


The accompanying notes are an integral part of the financial statement. 


VENPOWER LIMITED 


SN DETTE Se WHOLLY-OWNED SUBSEDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE 


AND APPLICATION OF FUNDS 


YEAR EN D{E D> JUN E304 .719.7 1 
(With comparative amounts for the year ended June 30, 1970) 


1971 
SOURCE OF FUNDs: 
From Operations: 
Net earnings forthe year - - - - - - - - §$ 157,047 
Provision for depreciation - - - - - - - - 387,860 
544,907 
Increase in employees severance indemnities - - - es 8,469 
Loss on disposal of fixed assets - - - - - - - 18,386 
571,762 
APPLICATION OF FUNDs: 
Decrease in unrealized foreign exchange - - - - -- 20,461 
Organization and financing expenses deferred - - - - 12,716 
Additions to fixed assets - - - - - - - - - 16,313 
Reduction of long-term notes payable- - - - - - —- 
49,490 
Increase in working capital - - - - - - - = -= S2e,202 
WorKING CAPITAL, JULY 1 Reem) ir SoH, Pee ee Ae rhe ply 
WorKING CaPITAL, JUNE30 - - - - - - - - = $1,303,584 


The accompanying notes are an integral part of the financial statement. 


1970 


$ 356,124 
334,530 


690,654 
2,896 


693,550 


14,128 

(2,980) 
572,834 
7,142 


591,124 


102,426 


678,886 


$ 781,312 


VENPOWER LIMITED 


AND ITS WHOLLY-OWNED ‘SU BSTDIARY, COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENT 


JUNE 30, 1971 


Note A 


Excepting certain financial and administrative functions, the business of the Company and 
its wholly-owned subsidiaries, C. A. Fuerza Electrica and C. A. Electricidad de Cantaura, are 
carried on in the Republic of Venezuela. 


Conversion to Canadian dollars of assets and liabilities and revenues and expenditures 
originating in other currencies has been made at the official rate of exchange (which approximated 
quoted rates) except for fixed assets and the related allowances for depreciation which are stated 
at the accumulated amounts obtained by the application of rates prevailing at the time of acquisi- 
tion or charge. 


Note B 


On April 16, 1971, the Company entered into an agreement, which was subsequently approved 
by the shareholders, to sell for cash, the fixed assets, equipment and inventory of its wholly-owned 
subsidiary C. A. Fuerza Electrica (CAFEL) to C. A. de Administracion y Fomento Electrico 
(CADAFE), an agency of the Government of Venezuela. 


The sales price will be an amount not less than 10,500,000 Bolivars and not more than 13,500,- 
000 Bolivars, to be determined by an arbitration commission. At the current rate of exchange the 
amounts in Canadian dollars approximate $2,333,333 and $3,000,000. 


The agreement has been approved by the Venezuelan Government and the official closing of 
the transaction will take place upon receipt of the Arbitration Commission’s valuation and 
completion of all legal matters. 


The accompanying financial statement has been prepared on the basis of a going concern, and 
does not reflect the transaction described, the total effect of which is not determinable at this time. 
NoTE C 

The extraordinary expenses include the following: 


1) An amount of $25,900, less income taxes of $6,466, incurred in the special renegotiation of 
the municipal contract with the Town of Anaco, following Federal Government decrees on resi- 
dential and industrial tariffs. 


2) An amount of $36,195, less income taxes of $9,049, resulting from the disposal of certain 
machinery and related spare parts. 
Note D 
Remuneration of Directors and Officers of Venpower Limited from all sources 


Directors of the Holding | Officers of the Holding 

Company as a Group Company as a Group 
(6 directors, 2 of (4 officers) 

whom are also Officers) 


Received as |Received as |Received as |Received as 
Directors Officers Directors Officers 

1971 |1970 |1971 |1970 |1971 |1970 |1971 |1970 
2,500} 2,500 
Nil 
Nil 


Venpower Limited 
C.A. Fuerza Electrica 
C.A. Electricidad De Cantaura 


